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Agua lilinais, Inc.
1000 South Schuyler Avenue
Kankakee, it 60901

T: 815.935.6535
F:815.935.8809
www.aquaillinois.com

Date: February 20, 2007

Elizabeth A. Rolando, Chief Clerk
Illinois Commerce Commission
527 East Capitol Avenue
Springfield, Illinois 62701

Re: Order 04-0442 W

Dear Ms. Rolando:

Please find the attached journal entry for the Vermillion Division, Docket 04-0442, for
the ordered adjustment to accumulated depreciation for the Indianola Acquisition. The
order required that accumulated depreciation be recorded for the intervening time period
between the original cost study valuation date and the acquisition closing date. If you
have any further questions, [ can be reached at (815) 935-6535 extension #533

Sincerely,

pei.s.

Paul Hanley
Assistant Controller
Aqua Illinois, Inc.

Cc: Mary Selvaggio, Manager of Accounting

Enclosures:

1440 S.MU3T0 43D
1001V 22 633 1002

An Agua America Company
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Aqua lllinois, Inc.
Standard Journal Entry Form

Approved By: |
Accounting Period:  2/28/2007 Date: 2/19/2007

JE Purpose:  To record adjustment to Indianola Accumulated Depreciation per ICC

Accounting Unit| Account Activity Debit $ Credit $

400 403000  |Adjust Accum Depr 4,211.00

400 108000 Adjust Accum Depr 4,211.00
Totals 4,211.00 4,211.00

G
il




GL£4O Date 02/20/07 Company 24 - AQUA ILLINOIS INC. ush Page 1
ime i Journal Edit Listing
For Fiscal Year 2007 - Periods 02 - 02

GL N 2-00 Record adj to Indiancla A/D Fiscal Year 2007 Period 2
Released Hold Code Operator bmbaker
0z2/28/07 Transacticn Date 02/20/07 Reverse No Reverse Pd
Document Journal Book
Line Account Activity Reference SC Rvs Debit Credit
1 400 203000-0000 JEBE 4,211.00
Deprec Exp-Utility Plant Desc Record adj to Indianola A/D
2 400 108000-0000 JE 4,211.00
AD-General Desc Record adj te Indiancla A/D
**% Totals For Jourmal entry N- 2-00 , Source Code JE Debits Credits Difference
Base . . . . . . . 4,211.00 4,211.00 0.00
Reverse . . . - . 0.00 0.00 0.00
Entered . . . . . 4,211.00 4,211.00 Q.00
Unit . . . . . . . 9.00 .00 0.00
*%#% Totals For Journal entry N- 2-00 Debits Credits Difference
Base . . . . . . . 4,211.0G0C 4,211.00 0.00
Reverse . . . . . .00 0.00 0.00
Entered . . ., . . 4,211.00 4,211.00 0.00
nit . . . . . .. G.00 a.00 0.60

/578 22«9 a7
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Docket No. 04-0442
ICC Staff Exhibit 1.0

Adjustment to Accumulated Depreciation

Q.

A

Please describe Schedule 1.8, Adjustment to Accumulated Depreciation.

Schedule 1.8 reflects my adjustment to increase the amount of accumulated
depreciation related to the indianola water system acquisition. The Commission
order, dated October 22 2003, granted approval in Docket No. 03-0069 of the
acquisition of the Indianola water system and the original cost of that system.
The Company was required by the Order in Docket No. 03-0069 to file iis final
journal entries within six months of the closing of the transaction. The original
cost study for the Indianola water system was dated October 1, 2002. Agua filed
its final journal entries with the Commission on April 2, 2004. These entries are
presented on Attachment 1_‘to my tgstimony. As shown on Attachment 1, the final
jqurnal entries were posted on Decembér 31 2003. 'fhé journal entries ﬁledr by
Aqua were not updated for Accumulated _Depreciatioh and that has caused the
(ﬁbfnpany’s amount for Accuhulaféd De;;reciation in th.i:.-; proceeding to be

understated.
Please explain.

The Company recorded the final journal entries for the Indianola acquisition in
December of 2003. This is 15 months after the date of the original cost study.
The original cost study states: “A summary of our findings is set forth on the next
page, which shows the total estimated original cost less depreciation in the

amount of $218,000 as of October 1, 2002.” (Emphasis added) In the Direct

Testimony of John Gustella in Docket No. 03-0069, he states: “I estimated that
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Docket No. 04-0442
ICC Staff Exhibit 1.0

the depreciated original cost as of October 1, 2002 is $218,000.” (Emphasis
added) The Company’s journal entries posted on December 31, 2003 reflect the
same amount of accumulated depreciation for the Indianola water system assets
as the original cost study, which estimated the original cost as of October 1,
2002. This caused an understatement of accumulated depreciation. The
Company should have updated accumulated depreciation to reflect the fact that
the assets continued to depreciate between October 1, 2002 and December 31,
2003. The assets continued to depreciate because of the passage of time
regardiess of whether they were recorded on Aqua’s books. In its final journal
entries to record the acquisition of the Indianola system, the Company failed to
update the accumulated depreciation amounts for the time period between the
original cost study of October 1, 2002 and the actual date the acquisition was

recorded on the books, December 31, 2003.

Does this error carry through to the amounts for the December 31, 2005 future

test year?

Yes. The Company's starting point for the amounts in this filing was the actual
amounts on the books at December 31, 2003. The amount of Accumulated
Depreciation at December 31, 2003 was understated due to the failure to
properly update for the intervening time period between the original cost study
and the recording of the final journal entries. My adjustment recognizes the fact

that for 15 months the water system was serving the community; therefore, it is

appropriate to continue to accumulate depreciation on the plant assets.
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ICC Staff Exhibit 1.0

148 Accordingly, | am adjusting the Accumulated Depreciation related to the

149 acquisition of the Indianola water system.
150 Q. Has the Commission accepted a similar adjustment in a prior proceeding?

151 A, Yes. In Aqua Docket No. 03-0403 the Commission accepted a similar adjustment

162 related to Agua’s acquisition of the Grant Park water system. in that Order the
153 Commission stated:

154 The Commission concludes that, untit the transaction actually ciosed, the
165 acquired system was operated by its former owner, and it continued to

156 depreciate due to its operation. {(Docket No. 03-0403, dated Aprit 13,

157 2004 at 6)

158 Q. Do you have a related recommendation?

159 Al _Ye_s. Proper journal entries related to the acquisition of the Indianola water

160 system. were to have been recorded after the O;der in Docket No. 03-0069 and
161 reported to the Commission within six months of the date of acquisition or

162: | transfer. The journal entries that were filed were incoi'rect and should be

163 corrected.

164 % Therefore, | am recommending that the Commission order Aqua to update its

165 accounting records to reflect the additional Accumuiated Depreciation related to
166 the 15 months for which Aqua failed to recognize the accumulating depreciation
167 on the Indianola assets and submit a report with journal entries showing the

168 update to the accounting records. This report should be filed with the Chief Clerk
169 of the Commission with a copy provided to the Manager of the Accounting

170 Department within a month of the Order in this proceeding.
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Docket No. 04~0442

) ICC Staff Ex. [.D
L240 Date 12/29/03 Company 490 - Illinoig usp Attacgment 1
Time 16:27 Journal Edit Listing Page of 3

For Fiscal Year 200) - periods 12 - 12

Journet GL N $-00 Record Indiancla Acg Per 21A Fiacal Year 2003 Period 12
staktus Releaced Hold Code Operakor bmbaker
Fosting Date 12731703 ransagtion Date 13/2Y/03 Keverse wo
Reference pocument Joyrnal Book
Line Accpunt Activity Reference 5L Hvs Debit Credit
1 08 304500200 JE 2,054, 00
PORER & PUMPING STRUCTURES Desc Record Indiancla Acg Per 21A 1.500000 2,054.00 US>
2 409 ie10-oo0d JE 7,372.00
WBLLE & SPRINGS Desc Record Indianola ACg Per Z1A 1.990000 7,172,00 USD
3 409 3li1op-goao JE 3,036,600
§08- PUMPING EQUIPMENT Desc Recoxrd Indlanola Acg Prr 21A 1.040000 3,036.00 USD
4 409 3204- 0000 JE 2,147.00
WATER TREATMENT EQUIP pesc Rerord Imdiancla Acg Per 21 1.000000 2,187.00 USD
5 40 2300-0008 JE 89,2986 .00
DISTRIBUTION RESRVS & STANDPP Desc Record Indiancla Acqg Per 21A 1,000000 €9,298.00 USD
6 409 3310-0000 JE 224,733.00
TRANSMISEION & DIETR Deac Record Indiancla Acg Per 21A 1.0860000 224,732,000 UBD
7 a3 3330-0000 JR 23,058, 00
SERVICES peasc Record Indianola Acqg Per 21a 1.¢o00R0 22,956, 00 VSD
8 509 3400-0000 JE 4,752, 00
QFFECE PURN & ECQUIP Desc Record Indtiancla heq Per 218 1.000000 4,791,000 UsD
L 409 13831 -0000 JEB 980.00
ALCTUM DEBR-UPIS Desc Record Indiancla Bog Per 214 1.0000c0 9806.-0C USD
iDd [ X+ 1031-0000 JE 2,138.00
ACOUM DEPR-UPIS nagc Record Indiangla Acg Per 21R 1.004400 3,138.00 USD
Al $05 1081-0000 JE 645.00
ACCIUM DEPR-UPLS Desc Record Indianola Acg Per 71A 1.00GQD0 645.00 0USD
1z 403 1D0B1-0Q00 JE L, 640,00
ACCUM DEPR-UPIS Désc Recard Indiancla Acg Per 21A 1.000000 1,640.00 USD
13 408 15681 -60060 JB 24,254.00
ACCUM DEFR-UPIS besc Record Indianola bog Per 21A 1.660000 24 ,355.00 YSD
i4 409 1081-000D JE 72,475.00
ACCUM DEPR-UPIS Desc Record Indiancla Acg Per 213 1.000000 72,476.90 QgD




Docket No. 04-0442

L]
ICC 8Taff Ex. 1.0
1280 Date 12/28/03 Comparty 4B - T}lincis UsD ?;tgcgme%tgl
- Time 16:47 Jonrnal Edic lascing g o
. For Fiscal Year 2003 - Periode 12 - 12
Journal QL K $-00 Recoxd Indianoia Acq Per 21A Fiscal Year 2003 Period 12 iContinuad)
Line Account Activicy Refrezence  BC Rvs Debit Credit
tE 409 10871-0000 Je i2,340.00
ACCIRS DEPR-UPIS Desg Recoxd Indianola Acg Per 21A 1.000000 12,340.00 USD
15 403 1081-0000 JE 2,335.00
ACCUM DEPR-VUPIS Gesc Record Indiancla Acg Per 21A 1.090000 2,335.00 USD
17 405 1040-0Q00 JE 218,422.00
UTIL PLANT PURCHASED/SOLD Bess Record Indiangla Acg Per 218 1.0000800 218,422.00 USD
18 403 L 0a0-Qp00 JE 74,390,111
UTTL PLANT FURCHASED/SOLD Desc Record Incidental cost ta 1049 1.000000 79,3%0.11 USD
13 409 105%-p000 400401600002601 500 JE 73,390.11
CHIP-CLOSTNG Desc Record Incidental cosat to 1940 1.00000G0 78,330.11 USD
0 409 1040-0000 IE 123,031 83
UTIL PLANT PURCHASED/SOLD Daec Re¢ Indiancla Acg Adj} per 21B 1.000000 13%,031. 3% USD
21 409 1140-0000 JE 139,031.89
U PLANT ACC ADJ Desc Res Indiancla Acg Adj per 21B 1.00000¢ 139, 031.89 Ush
4 Totala For Journal entry N- $-D0 , Source Code JE Pebits Credits Difference
Bage . . . . . . . 554 £52.00 554,652.00 .00
Reverse . . . . . 0.00 .00 0. 00
Entered . . . . . 554 ,652.00D 554,652.04 o, 08
Unic . . . . . . . a.900 r.op 0.00
*+ Totals For Jourmal entry W- 9-00 Debits Credita Difference
Base . ., . . - . . 554,652.00 554.5652.00 0.00
Reverse . . . . . a.0p b.00 ¢.00
Entered . . . . . 554,652.00 554 ,653.00 0._00

Uit . . . . . 0.0¢ .00 .00
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l“inOtS- Agqua Nlingis, Inc. PRl 8535
F.O. Box 152 F. 815.935.3809
1004 South Schuyler Avenue wiwwanugillinois.com
Date: March 30, 2004 Kankakes, iL 60901

Elizabeth A. Rolando, Chief Clerk
{ihnois Commerce Commussion
527 East Capitol Avenue
Springfield, Hlinois 62701

Re: Order 03-0069
Dear Ms. Rolando;

Please find the attached actual journal entries for the Village of Indianola Acquisition
per Order 03-0069. The order requires that one copy of the actual journal entries
recording the acquisition be fited with the Chief Clerk’s office and a second copy with
the Manager of the Commuission’s Accounting Department. If you have any further
questions, ] can be reached at (815) 935-6535 extension #521.

Sincerely,

Michael Bratetic
Vice President - Finance
Aqua Illinois, Inc. (formerly Consumers Winois Water Company)

CC: Mary Selvaggio, Manager of Accounting

Enclosures;

An Aqia America Campany
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